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The Truth of the Matter:

"Winning [C Block] bidders fashioned bids in accordance
with the best information available at the time.
Subsequent unforeseen and unforeseeable events,
however, conspired to diminish the value of the licenses
and close the financing window for start-up PCS ventures.
The major event was collapse in market value for radio
licenses."

- Larry Darby, Darby Associates, 7/21/97 (emphasis
added)
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The Truth of the Matter:

"NEW YORK, June 20 (Reuter) - Chase
Telecommunications Inc's $160 million junk bond
deal was indefinitely postponed late on Thursday as
investors continued to turn a cold shoulder to startup
telecom companies, according to a source close to
the deal."

- Reuters, June 20, 1997 (emphasis added).
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The Truth of the Matter:

"To the extent that the C Block delays continue, it is a
boon to incumbent operators, as the competitive landscape
will not become as heated as quickly as anticipated."

- Jeffrey L. Hines, NatWest Securities, 6/30/97
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Myth #6: The C Block bidders were reckless and
deserve no Commission consideration

• CBO report found that C Block prices were reasonable.

• CBO report also states that A and B Block prices were
lower than C Block prices because of a relative lack of
competition in that auction. A and B Block auction
bidders received bargain prices (See Appendix 3).

• The eligibility ratio in the A and B Block auction was 1.9;
the eligibility ratio for the C Block was 6.7.
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Myth #7: A change in the rules at this date would be
unfair to other bidders

• Pre-auction FCC rule permits restructuring of payment
obligations (Section 1.2110(e)(4)(ii)).

• Parties whose models valued spectrum the highest would
have won regardless of what rules were in effect at the
time of the auction.

• Many bidders left the auction with standing high bids that
would not be financeable in today's market, e.g., GO
Communications $58.24 net per POP bid for Miami, North
Coast Mobile $52.45 net per POP bid for New York, and
U.S. AirWaves $38.46 net per POP bid for Dallas.

• C Block auction winners made down payment of$I.02
billion.
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Myth #8: C-block licensees reap disproportionate
benefits in a restructuring

• Statutory limitation on ability to dilute control group
interests (Sec. 24.709).

• NextWave on record in support of rule changes that would
permit dilution of control group interests so long as
control group has de facto control.

- Reply Comments of NextWave Telecom Inc., In re Broadband PCS C and F Block
Installment Payment Restructuring, WT Docket No. 97-82 (July 7, 1997).

- Comments ofNextWave Telecom Inc., In re Broadband PCS C and F Block
Installment Payment Restructuring, WT Docket No. 97-82 (July 23, 1997).

- Reply Comments ofNextWave Telecom, In the Matter of Amendment of Part 1 of
the Commission's Rules -- Competitive Bidding Proceeding, WT Docket No. 97­
82 (April 16, 1997).
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Myth #9: Revision of bankruptcy laws is necessary
to protect the integrity of the auctions.

• Change in bankruptcy laws would further complicate
financing opportunities at a time when financing for new
entities already is scarce.

• It is ironic that many parties who argue that rules should
not be changed also argue for changes in the bankruptcy
laws themselves.
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Myth #10: Restructure would compromise the
integrity of the auction process

• The Commission has performed incredibly well in
conducting auctions, but the enormity of the process
assures that all the consequences of the work done to date
were not foreseen and adjustments should be made as
circumstances warrant.

• Specifically, the full consequences of the FCC's three
roles as regulator, auction house and banker (in the
installment payment context) were not fully understood.
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The Truth of the Matter:

"Winning [C Block] bidders fashioned bids in accordance
with the best information available at the time.
Subsequent unforeseen and unforeseeable events,
however, conspired to diminish the value of the licenses
and close the financing window for start-up pes ventures.
The major event was collapse in market value for radio
licenses."

- Larry Darby, Darby Associates, 7/21/97 (emphasis
added)
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The Truth of the Matter:

"NEW YORK, June 20 (Reuter) - Chase
Telecommunications Inc's $160 million junk bond
deal was indefinitely postponed late on Thursday as
investors continued to turn a cold shoulder to startup
telecom companies, according to a source close to
the deal."

- Reuters, June 20, 1997 (emphasis added).
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The Truth of the Matter:

"To the extent that the C Block delays continue, it is a
boon to incumbent operators, as the competitive landscape
will not become as heated as quickly as anticipated."

- Jeffrey L. Hines, NatWest Securities, 6/30/97
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The Truth of the Matter:

"Omnipoint should also benefit if the terms [of
the Government financing] are not changed
because some of its competition would come even
later, if ever, to the market."

- Richard Prentiss, Raymond James and Associates,
7/8/97
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The Truth of the Matter:

"The continued delays in C Block financing are a
positive for both cellular and pes: (1) it delays a
new entrant and (2) any reduction/easing of terms
will create a less desperate competitor and
therefore maintain a more rational market. This
particularly extends the lead enjoyed by existing
pes players such as Omnipoint, Western
Wireless, and Aerial."

- Thomas J. Lee, Smith Barney, 7/11/97
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Conclusion

• There is a win/win solution for competition and taxpayers.

• Rescheduling keeps government whole.
- Ability to ensure taxpayer and competition

• Limitations of a Reauction
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License Concentration of Cellular/PCS Licensees by POPs

t.

Total Wireline POPs

Type of
Carrier

Total
pcs POPs

Cellular
POPs

Total
POPs

Percent Cumulative
of Total Total

Wireline
POPs

;J'

56,569,580 ' ,,"
51.127,229·.. "
39:899,41~f'" .

33,854.632

, ?2,182,428

Cumulative
Total

, Hl.96%
'35.32%
, ':::.96%
46.96%
46.96%
46.96%
51.41%
55,78%
59.33%
62.44%
65.25%

'67.44%
67.44%
69.30%
69.30%
70.52%1.

The top 3 wireline companies own nearly half of the available POPs in the U.S.

And, more than 70% of the available POPs in the U.S. are controlled by 11 wireline companies.

Source: FCC data and Donaldson, Lufkin & Jenrette Report, The Wireless Communications Industry (Spring 1997).
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License Concentration of Cellular/peS Licensees by Markets

Cellular Carriers PCS Carriers

A B C 0 E F

OMPT SpRiNT Nextw-ave OMPT AT&T Northcoast

SPRINT PACTEl NexlWave AT&T Gabelli Gabelli

AT&T PRIMECO Pocket SPRINT SPRINT NextWave

SPRINT PACTEl GWI AT&T Western NexlWave

AT&T SPRINT OMPT Comcast Gabelli NextWave

PRIMECO SPRINT Pocket AT&T AT&T NextWave

AT&T SPRINT Pockel NextWave OMPT OMPT

AERIAL PRIMECO NextWave SPRINT AT&T Telecorp

SPRINT AT&T NexlWave Gabelli OMPT Gabelli

AT&T SPRINT NextWave OMPT OMPT Northcoasl

AT&T Intercel GWI SPRINT ALLTEL NextWave

SPRINT PRIMECO GWI AT&T OMPT OMPT

SPRINT AERIAL NextWave USWEST AT&T Northcoast

Westem SPRINT NextWave AT&T Westem Western

AMER/TECH AT&T NextWave SPRINT Western Northcoast

AT&T SPRINT Pocket OMPT Western NextWave

AT&T SPRINT REAUCTION U SWEST Western Western

SPRINT PACTEL NextWave AT&T Gabelli Central OR

SPRINT AT&T NextWave Gabelli Gabelli OMPT

SPRINT AERIAL NextWave AT&T Radiotone Devon

AERIAL PRIMECO NextWave SPRINT BELLSOUTH Telecorp

SPRINT Westem NextWave AT&T USWEST Radiofone

AT&T GTE NextWave SPRINT CINCINNATI BELL Western

Westem SPRINT NexlWave AT&T USWEST Magnacom

SPRINT AERIAL NextWave ALLTEL AT&T DCC

AT&T BELLSOUTH NextWave SPRINT ALLTEL AirGate

SPRINT PACTEL GWI AT&T WEST COAST NextWave

SPRINT PRIMECO Indus, Inc, AT&T Western NextWave

AT&T PRIMECO NextWave SPRINT Western OMPT

SPRINT PRIMECO NextWave Western AT&T OMPT

SPRINT AT&T Chase Intereel Intercel OMPT

AT&T Intercel NextWave SPRINT SPRINT Northcoast

AT&T SPRINT NextWave ACC Northcoasl OMPT

Western SPRINT PCS 2000 AT&T USWEST NexlWave

Intercel SBM Chase SPRINT ALLTEL Telecorp

AERIAL PRIMECO NextWave SPRINT AT&T Telecorp

AT&T SPRINT NextWave Intercel (nlereel Mercury PCS

SPRINT AMERITECH NextWave AT&T OMPT 21st Century

SPRINT PRIMECO Pocket AT&T AT&T Telecorp

Western SPRINT NextWave Triad AT&T DCC

AT&T BELLSOUTH NextWave SPRINT ALLTEL AlrGate

SPRINT Inlercel Mercury PCS ALLTEL AT&T OMPT

AT&T BELLSOUTH Urban SPRINT ALLTEL ComScape

SPRINT AT&T OMPT Gabelll REAUCTION Devon

AT&T GTE NextWave SPRINT Western Devco

Intercel PRIMECO Ne>ctWave SPRINT ALLTEL Southern Wrreless, LP.

AT&T PRIMECO NextWave SPRINT Western Urban

SPRINT AT&T OMPT OMPT AT&T Northcoast

OMPT SPRINT Gabelli AT&T AT&T Northcoast

OMPT SPRINT NextWave AT&T ACC Vlel

A B
AT&T BANM

LA Cellular AirTouch

SBM AMERITECH

AT&T GTE

Corneast BANM

AT&T SBM

AirTouch AMERITECH

AT&T/BELLSOUTH GTE

SBM BANM

SBM BANM

ArrTouch BELLSOUTH

AT&T BELLSOUTH

AT&T ArrTouch

AT&T AirTouch

AirTouch GTE

AMERITECH S8M

BANM AlrTouch

GTE AirTouch

SBM BANM

AT&T BANM

AT&T GTE

AT&T AirTouch

AirTouch AMERITECH

AT&T AirTouch

AT&T/AlrTouch SBM

BANM ALLTEL

AT&T ArrTouch

BELLSOUTH AMERITECH

360Comm, GTE

AT&T SBM

GTE BELLSOUTH

AirTouch AMERITECH

SNET BANM

AT&T AirTouch

GTE BELLSOUTH

AT&T BELlSOUTH

GTE BELLSOUTH

BELLSOUTH GTE

Radiofone BELLSOUTH

AT&T SBM

GTE 360Cornm.

GTE BELLSOUTH

GTE 360Comm.

SBM BANM

AMERITECH AirTouch

AT&T BELLSOUTH

BELlSOUTH GTE

SBM BANM

BANM SNET

SBM BANM

1996
POP.

18.4ii0:20
15,679,29
8,467,12'
6,842,466
5,984,42
4,828,566
4,785,17
4,598,15
4,410,58
4,177,96
3,763,994
3,577,306
3,063,56
3,055,22
2,940,52
2,807,36
2,720,380
2,679,864
2,552,33
2,517,97
2,394,524
2,386,290
2,091.774
1,945,500
1,930,633
1,861,677
1,832,812
1,799,556
1,785,196
1,728,049
1,591,314
1,574,030
1,505,903
1,497,885
1,471,561
1,447,059
1,428,320
1,420,258
1,396,435
1,368,004
1,330,742
1,270,221
1,261,166
1,234,670
1,218,672
1,208,139
1,191,504
1,153,214
1,121,164
1,057,180

Rank Market Name
-,- NewYOIl<, NY

2 Los Angeles. CA
3 Chicago, IL
4 San Francisco, CA
5 Philadelphia, PA
6 Dallas, TX
7 Detroit. MI
8 Houston, TX
9 Washington, DC

10 Boston, MA
11 Atlanta, GA
12 Miami, FL
13 Minneapolis, MN
14 Seattle, WA
15 Cleveland, OH
16 SI Louis, MO
17 Phoenix, AZ.
18 San Diego, CA
19 Baltimore, MD
20 Plllsburgh, PA
21 Tampa, FL
22 Denver, CO
23 Cincinnati, OH
24 Portland, OR
25 Kansas City, MO
26 Charlotte, NC
27 Sacramento, CA
28 Milwaukee, WI
29 Norfolk, VA
30 San Antonio, TX
31 Nashville, TN
32 Columbus, OH
33 Providence, RI
34 Sail Lake City, UT
35 Memphis, TN
36 OrtarJdo, Fl
37 Louisville, KY
38 IndIanapolis, IN
39 New Orteans, LA
40 Oklahoma City, OK
41 Greensboro, NC
42 Birmingham, AL
43 Raleigh, NC
44 BUffalo, NY
45 Dayton, OH
46 Jacksonville, FL
47 Richmond, VA
48 ROchester, NY
49 Hartford, CT
50 Albany, NY

Wrrellne companies own 79% of the cellular licenses and 87% of the A-and B-block PCS licenses In the top 50 mar1<ets
In total, wirellne companies own 57 percent of the cetlularlPCS licenses in the top 50 mar1<ets

Source: FCC data and Donaldson, Lufkin & Jenrelle Report, The IMteless Communicabons Industry (Spring 1997)
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TELECOMMUNICATlONS SERVICES
JuJy 8, 1997 -Initiation of Coverage

RiCHARD PRENnSS
(813) 573-3800 X2587

TOM STASZAK
REsEARC1-l AsSOCIATE

I

: ~

OMNIPOINT CORPORATION ._. "-' ,- '..
~~(~OT~C-oM - RAllNG: BUY (1)

EPS (FY=Dec) 1SS\WB).azI:. ~
Q1 (Mar) 1(0.39) $(1.02).4. $(1.82)
Q2 (Jun) (0.47) (1.36) (1.95)
as (6ep) (0.55) (1.64) (1.95)
Q4 (Dec) (1,21\ (249) CZn)
FuD Year 1(2.71) $(8.51) $(8.44)

RfN8nu. (mil) .$Q.5 $68.7 $24U
EBrTDA (mB) $(84.8) $(184.6) $(148.5)

(8)'~EPS__ GIl........_1be.. )I8II'. GnphOAulDlndc Da1a PfCl 'ng.lnc..1W7.

__.:"\?:? ~."\"7',-.,,~
=:, ...;:L ~~~.~== ,..~ --.:.:~.~

• WE ARE INIllATlNG CCVERAGa OF OIlHlPOINT wrnt A BUY (1) RATING AS ITS
INTERNAnoNALLY ACCLAIIED SENIOR MANAGEMENT TEAll IMPROVeS COVERAGE IN
Naw YORK AND PREPARE8lO LAUNCH BElMC& IN PHILADELPHIA.

• As A PIOHEi!J(I PREPERENCI! WINNeR AND SIW.L 8USJNISS, OMPT ACQUIRED IrS
L.ICENSIS AT A DISCOUNT OR WITH VERY' FAVORABLI GOVERNIIINT FINANCING. ITS
LARGE, WCRATIVE IWUCETS HAVE HIGH POPULATION DENSITIES NfD INCLUPE
IN11iRNA'nDNAL cm&B THAT MAKE OIDIPOINT AN IDEAL PARTICIPANT IN THI!
CON'1'1HUED CCH8OIJDA11ON OFnIE GlQBAL '1'S.BCCIUlUN1CA'nONS INDUSTRY.

• 1lIe FCC IS AC1'M!LY CCHSIDERINO IteItIIOVING THE TERII8 OF me GOVERNMIiiNT
flNANClNCI. WI! 8ELIIVI! THAT REGARDUiSS OP rrs FINAL DECISION, OUR MID-YEAR
1_TARGIn' PRICE OF $27 COULDIiiiiiOWBEeAUSE OF.' iER FINANCING n:&s
allSLOWBR10MATERIA' I7J" COIIP'E'Tl11CN-

• COU8INING nus wrnt 11fE Pcm:N1W. OP ITS TECHNOLOGY 8USINIISS, "BAIII!MLL
TRADING CANt' UCENSU AND CURRENJ 71% UPSIDI! 1'0 OUR TARGET PRIC&
PRCMIEB WltATWE BBJEVE IS ACOIIPBLUNO REASON TO INVE8T IN OMNIPOINT.
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Table 2.
Total Population in Markets for Personal
Communications and Cellular Telephone ServiCE
Covered by the Three Largest Winners in the A&'
Block Auction (In millions of people)

.;...; ---
20 THE FCC AlJCTIONS AND THE FUTURE OF RADIO SPECTRL'M MA"AGEMENT

per-megahenz price paid for the Chicago licenses was
$1. OS-notably higher than the pnces paid for the sm­
gle competltl\"ely auctioned licenses In the New York
and Los Angeles markets ($0.56 and SO 86. respec­
tively). Prices could be expected to vary between mar­
kets on the basis of conswner demographics-mcome
and time spent cormnutlng In automobiles. for exam­
ple-but differences as large as those evident In the
A&B block auction are too great to be explained by
such factors.

Personal
CommUni­

cations
Services

April 191

Cellular
Telephone
Services- Totc

24. WirelessCo is a combination of the long-diSWlCCllelepnone compa:
Sprint and three large cable television companies (TCI. Comcut. a:
Cox Communicauons). After the A&B block auction. Wirelesst
clwlged tIS name to SprinlCom. PCS PrimeCo is a combination
three reglonal Bell operating compamcs (NYNEX. Bell A1IantJc. a:
USWest) plus AirToucn (a spin-off of another former Bell compar
PacTel), wnlcn proVIdes cellular telephone servtce in!aH;~S oper:

ingarca. ?~

The result of the A&B block auction that mo~

strongly suggests an efficient distribution of license
was the success of bidders in aggregating groups (
licenses. Each of the three largest winning bidders­
AT&T, WirelessCo, and PCS PrimeCo-won license
that enable them to offer nationwide service.24 n
PCS licenses won by AT&T and PCS PrimeCo, whe
combined with the cellular telephone licenses that eae
bidder already ov.ned, provide nearly complete nation:
coverage. WirelessCo, the largest winner in the aUt

tion. had the smallest cellular coverage but won 29 PC

SOURCE. CongreSSIonal BUdget Office based on Peter Cramtc
"The FCC Spectrum Auctions: An Early Assessmer
(draft. University of Maryland. July 15. 1996), Table
and Cellular Telephone Industry ASSOCiation. The Wi,
less MancetbooK (Spring 1996)..

a. Estimated as the difference DelWeen the totat mobile te~r
populBtXln as reported by the Cellular Telephone IndUstry A,soc
ation and the total population in the personal communicatlor
seMees marKets as reported by Cramton.

b. Represents the cellular telephone marKets of WiretaaCO pa:
ners Comcast (7.6 million people) and Cox CommunlClltlOr
(20.8 million people).

c. Represents the cellular telephone marKets of Bell AtlanticlNYNE
(~.7 million people) and AirTouch (55.2 million people) adjustE
downward by 2.5 million people for ovenapplng lIcenses In A
zona marKets.

Additional questions about the efficiency of the
distribution of licenses in the A&B block auction and
the two other broadband sales that followed it are raised
when the average prices for licenses are compared. The
average per-person, per-megahenz pnce in the A&B
block was about S0.50. The C block auction registered
a substanually higher pnce of about SI. 3S. which drops
to about SO.80 after adjusting for the terms of the l.D­

stallment payments available to the small businesses
that won C block licenses (see Box 1, which discusses
the differences in prices paid for licenses in the A&B
and C block auctions). In contrast, the average price in
the D,E&F auction was about $0.35, lower than that
reponed in either of the broadband PCS aucuons that
preceded it. Prices could be expected to vary among
the auctions because the licenses sold granted the right
to use different-sized blocks of spectrum that allowed
the licensee to operate in different-sized geographic
areas. Nevenheless, the ranking of average pnces from
high to low corresponds to the potential competition m
each of the auctions as measured by the eligibility ratlo.
That ratio was 6.7 for the C block sale. compared ,\ith
1.9 for the A&B block sale and 1.7 for the D,E&F sale.

Why wasn't the A&B block auction more competi­
tive? Fewer bidders entered that auction because the
FCC restricted participation bv the current holders of
ceUular licenses and peonmed would-be competitors to
join forces before the auction began. Both decisions
should be evaluated as trade-offs between ensuring
competition in wireless telecommunications markets
and ensurinl! competition in the auctions for licenses to
participate in those markets. Specifically, the commis­
sion chose to sacrifice the opponunity to maximize auc­
tion receipts to ensure an adequate number of techni­
cally capable and financially sound service providers
and, ultimately, to sustain the competitive pricing and
services that such providers would bring to telecommu­
nications markets.

AT&T

WirelessCo

pes PrimeCo

107.0

144.9

57.2

68.3­

28.40

110.4"

175

173

167
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